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AYTCOPCHUHI' Y MICHEBOMY CAMOBPAYBAHHI:
BU3HAYEHHS, KNACUPIKALIISA I TIPOBJIEMH

B cmammi 3dilicnena cnpoba eusnauenmus aymcopcunzy, 1020 xiacugikayii, ananizy npobiem nepedanms nyoniuno-
YNPABNIHCOKUX  (YHKYill 306HIWHIM Opzanisauism 6i0 opeanié nyOniunoi enadu, 30KpeMa — Cucmemu MiCyesozo
camospsdysanns. Ananiz eimuusnsanoi ma sapyOincnoi simepamypu 003604U6 30UWICHUMU CUCTIEMAMUIAYIIO YACEHD
w000 CYMHOCMI AYMCOPCUH2Y, BUSHAUUMU 11020 SK CMPAMe?ilo Ynpasiinus, sika nepeobavae ueoents oKpemux eudie
distionocmi, sxi pamimie GUKOHYBAIUCS opzanamu NYONunoi 6iadu, 3a PamMiu ix QYHKUIOHYBAHHA WAAXOM YKIAOeHHS.
KONMPAKmMie Ha SUKOHAHHS. pooim (Hadanms nocaye) is 306HIUMIMU BUKOHABYUAMU HA KOHKYDCHILL OCHOBL. 3azalbHUM Y
DO3ZNSAHYMUX BUSHAUEHHSX MONCHA HA36AMU NPAMULL 36’A30K AYMCOPCUHZY 3 OCNe2YBAHHAM, 3ATYUEHHAM 00 OisIbHOCT
nyoniunol eradu we 0ouiei cmopomu.

Posensidatomvcst nepesazi  aymcopcuHzy: MOMCIUGICMY KOHUEHMPAWii Ha NPIOPUMEMHUX HANPAMKAX  OISlbHOCTI;
ompumanis ocmyny 00 HOBUX MEXHOL02iL; NOOLL PUSUKIE; BUGLIbHEHHs PeCYPCi8 HA THWL Wili; PO3WUPents Qinancosoi
6asu; 30invwenHs 000POMHUX KOUMIB; SHUNCEHHSL ONEPAUIUHUX SBUMPAM; OMPUMAHHSL PECYpCis, I0CYMHIX 6cepeduri
opeanisauyii.

3pobaeno 6ucHoBOK, W0 aymcopcunez CMocoeno opzanis nybniunoi eiradu nepedbauac: Oenezysanns (nepedauy) 6udie
distiwnocmi (8uxonammus pooim, HAOAHHS NOCAY2) CMOPOHHIM OP2AHIZAUIAM; BCTMAHOBLEHNHSL EOUHUX NPUHUUNIE BUBCOCHHS
neenux 6udis disivnocmi 3a medxci GYHKyionyeanus opeanie nyoAuHol 61a0u; cucmemy eKOHOMIUHUX 6I0HOCUN 1 Olll, W0
BUNUKAE NPU 3ANYUCHHT 308HIUNIX BUKOHABUIE 00 BUKOHAHHS NEGHUX 6UIE OIAIbHOCTI; 00208ipHY NPUPOOY BIOHOCUH, WO
BUHUKAIOMb 8 PAMKAX AYMCOPCUHZY; KOHKYPCHY OCHOBY BUSHAUECHHS 306HIUNIX BUKOHABYIB; 30epexcentst 610n0sidarsHocmi
i Konmpoao 8 opeani nyoRUHOT 61A0U 3G PE3YILMAMAMU BUKOHANHS 6U0Y OIAILHOC, W0 NEPedacmvCs Ha aymcopCuHe.
Buokpemueni osnaxu aymcopcunzy 6 opzanax nyoaiunoi enadu. Jociioxceni pisHosuou aymcopcunzy, wjo 6UKOPUCmosymocs
6 opzanax ny6unoi 61adu, HAOAHO iX KIACUDIKAYi0 Y PO3PI3E CUCMEMU MICUEE020 CAMOBPAOYEAHHSL.

IIpedcmasneno pesyivmamu nposederozo 00CAIONCEHH 3 GNPOBAOICEHHS AYMCOPCUH2Y 6 OIsIbHICMb Op2anie Micyesozo
camospsoysanns  Odecvkoi obnacmi, Oe BUKOPUCTNOBYBABCS  BIONOGIONUTL  ANZOPUMM  NPOBEOCHH  CIMPYKMYPHO-
Qynxyionarvbrozo ananisy.

Posensmymi npobremu aymcopcunzy 00360y nadamu wasxu ix eupiwenns. Hadano memoouuni pexomenoauii iz
BNPOBAONCEHHS AYMCOPCUHZY 8 OP2AHAX MICUEB020 BPAOYEAHHSL.

Kntouosi cnosa: aymcopcune; opeanu nybuiunoi e1aou; Micyese caMoSPAOYSaAHHs; YNPAGIIHCHKI NPOUCCU; 306HIULHS
opeanizayis; denezyeanns.
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LOCAL GOVERNMENT

The actualization of the quality
and efficiency of governance is
largely due to the implementation of
administrative reforms in Ukraine. The
dynamic and profound changes in the system of public
administration of Ukraine necessitate the systematic and
constant improvement of organizational structures and
forms in activity of powerful authorities at all levels of
governance. Aiming to achieve socially significant results
and to improve the quality of public administration, public
authorities are to develop new programs and services, use
actively modern management methods and technologies.
However, the analysis of organizational management
processes leads to the conclusion that the public authority
often acts simultaneously in several roles: first, in the role
of an initiator, executor and consumer of the results (of a
management process). Such combination of roles leads to
high costs with low outcomes. Outsourcing presupposes
the involvement of private companies into the activities of
public structures on some problems solution.

The concept of outsourcing appears for the first time
in the public sector of Ukraine within the framework of
the annual NATO Ukraine Action Plan (2007) [7]. The
Plan envisaged the provision of services to the Armed
Forces of Ukraine using outsourcing. The similar tasks
were provided by the Development Strategy of the
State Border Guard Service [4]. However, the numerous
cases of effective introduction of outsourcing need their
methodological principles, clear definition, analysis of
best practices and challenges and development of the
appropriate recommendations on their implementation.
Theoretical approaches to define

[MocTaHoBKa
npobnemu

AHa”'? “outsourcing”, its features, methods
OCTaHHIX .. . . .
- of decision-making aiming to improve
ABEILLIRA D management systems based on
i ny6nikauiv 9 y

outsourcing, etc. were considered in the
works by T. Vasyl’kivs’ka, D. Dyukareva,
A. Kovaliova, O. Nyshenko, A. Savchenko, S. Sukhonyak,
and others. At the same time, the publications on this topic
reveal a lack of data on the application of the principles
of outsourcing in public authorities of Ukraine. Among the
few works that examine the problems of outsourcing in
the functioning of public authorities there are the works by
I. Kveliashvili and A. Mordovets.

In the contemporary researches

BugineHHs! of Ukrainian scholars, the emphasis is
HeBupiwweHnx | made on the features of outsourcing
paHiwe in the commercial sphere and private
YacTuH companies. In the Ukrainian literature
3ararnbHoi on management, insufficient attention
npoGnemu is paid to the possibilities to apply this

management technology in the public

sector, including the implementation
of management processes in public authorities.
The methodological basis for the implementation of
outsourcing in public authorities has not yet been
developed. In particular, in the sphere of local self-
government. Meanwhile, the introduction of outsourcing
in public authorities is impossible without defining
approaches to assessing its feasibility, mechanisms for
control and monitoring the implementation of activities
outsourced by local self-government authorities to other
(non-governmental) organizations. The lack of a holistic
concept on using outsourcing to improve management
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processes in the Ukrainian public authorities determines
the content of the article.

The objective of the article is
to define theoretical (definition and
classification) and practical (challenges
and recommendations) provisions of
outsourcing aiming to improve management processes in
local self-government.

Outsourcing is derived from the

Meta

Buknag English phrase «outside resource
OCHOBHOFO using» as «using of external resourcesy,
matepiany where «source» is interpreted as «root

cause».

Outsourcing can be described
as a form of management organization in which the
“source” is transformed into the external environment. At
the same time, quite often in the literature outsourcing
includes the use of any services provided by external
contractors. The essence of outsourcing is to transfer
or delegate to specialized contractors some activities
that were previously performed by the organization itself
(vertical disintegration) or that could be performed by
the organization. Thus, while realising outsourcing, a
fundamental decision is made for an orgasation, that is
“produce itself or buy on the market”.

Inacontemporary world there is a significant deepening
and expansion of the labor division, and outsourcing is
becoming a management strategy of an organization, the
components of which are:

« careful preliminary assessment of the feasibility of

contracts with the external contractors;

« transformation of management processes through
expanding the organization's interaction with
external contractors on a contractual basis;

» continuous monitoring and evaluation of the
effectiveness of the organization's interaction with
external contractors.

The researchers are gradually gaining the opinion
that outsourcing acts as a management model that
connects all the decisions in the organization regarding
some definite activities of the external contractors [1, p.
80-82]. It is important to emphasize the strategic nature
of outsourcing: outsourcing is a kind of management
strategy of an organization, aimed at attracting external
assets instead of doing the work itself.

In the literature there are many concepts close to
outsourcing in terms of its content: e.g. cooperation,
contracting. The main differences of outsourcing are its
strategic nature, its focus on combining the best available
resources and competencies within one organization.
Under modern conditions, the use of outsourcing is an
important criterion in increasing competitiveness and in
the survival of an organization.

Nowdays, both large corporations and relatively small
companies are actively using this important tool to ensure
business competitiveness. Outsourcing is used in many
areas and sectors of the economy. It is one of the most
actively used strategic decisions.

Outsourcing is based on mutually beneficial integration
of efforts and specialization. Mutually beneficial relations
are aimed to provide strategic advantages both for an
organization that outsources a certain type of activity,
and for a third-party organization, that is — the executor.
The main value of outsourcing is that this management
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tool allows an organisation to optimize its functioning
by focusing on the main activities. Outsourcing is
characterized as the use of specialized services of
external organizations to create the value of the final
product [5]. The advantages of outsourcing are [3,
p.122-123]: the ability to concentrate on priority areas
of any activity; access to new technologies; risk sharing;
freeing up resources for other purposes; expansion of
the financial base; increase in working capital; reduction
of operating costs; obtaining resources that are missed
within the organization.

Outsourcing helps an organization to solve operational
problems, in particular to reduce costs, to increase its
adaptability to environmental challenges, to improve the
quality of products and services.

In most studies on public administration, the use
of outsourcing in excutive authorities and local lelf-
government bodies is associated with the expansion
of interaction between public authorities and market
structures on the basis of contractual relations (the
production of goods and services). However, there is
no widely accepted definition of “outsourcing in public
authorities”. It has not yet been developed, there are
still discussions on this issue in scientific and applied
literature. Abroad there are self-accepted definitions of
this concept at the level of public authorities. For example,
outsourcing can be interpreted as the transfer of activity
that was previously performed in public authorities or
could potentially be performed by public authorities to the
third parties. In other cases, outsourcing can only be the
involvement of third-party organizations into new tasks’
execution (for example, the administration and technical
support of the Internet site by a private company) [2].

In some foreign studies, public outsourcing refers to a
wide range of phenomena, including both the involvement
of a third party into the activities required for the public
sector and the transfer of functions from one public
organization to another non-public organization on a
contractual basis.

Within the broad interpretation of outsourcing, some
researchers add even more uncertainty to the conceptual
framework, proposing to distinguish between generally
similar terms «to outsource a public function» and
«outsourcing of activities». In the first case, the term
is defined as «removal (liquidation) of a public function
and transfer of public functions to market participants
or self-regulatory organizations», in the second case
outsourcing involves «attracting external resources to
solve public tasks». While transferrig public functions
to market participants or self-regulatory organizations,
the responsibility for their implementation (and relevant
decision-making powers) are also delegated.

Inthe examined definitions thereis the direct connection
of outsourcing with delegation, with involvement of another
party into the activities of public authorities. In particular,
outsourcing is a way of delegating (transferring) certain
activities to other organizations that do not have the status
of public authorities. The contract, which is the basis for
the emergence of outsourcing, will specify the date of its
termination.

Some researchers consider that the concept of
outsourcing in public authorities appeared within a
privatization strategy. Outsourcing is one of the types
of privatization of public functions, which involves the
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transfer of certain activities to an external organization on
a contract basis while maintaining overall control in public
authorities. Along with outsourcing, the following forms of
privatization are also distinguished:

» public franchising: the State retains control over the
quality of the provided service, and responsibility
for its provision is transferred to private entities.
The main control mechanism is the regulation of
the service provision procedures, setting standards
(for example, market pricing). As an example of
franchising is the activities of electric and gas
companies;

« creation of consortia and joint ventures. A contract
is concluded between a private and a public
organization, according to which the agency is
obliged to provide services and the private firm is
obliged to “produce” them. For example, in the United
States, such a model manages the AIDS program.
The management company is a private company,
and the authorized government agency provides
disposable syringes and information materials;

« the so-called «total privatization», which means the
waiver of responsibility to implement any process,
self-exclusion from the sphere of production/
provision of a service, transfer of state or municipal
property to individuals or organizations. An example
of this relationship is the privatization of health care
organizations.

One possible approach for defining the concept
of outsourcing was proposed by the advisors of the
international consulting company Accenture. According to
this approach, outsourcing is the transfer of a particular
process or function of an external organization by
concluding a contract while maintaining the overall
responsibility of the public organization [6, 7]. In particular,
the public organization is responsible for determining the
requirements on State contract management, evaluation
of the effectiveness of the involved organization [6, p.4].

So, the concept of «outsourcing» regarding self-
governemnt authorities involves:

» delegation (transfer) of activities to third-party

organizations;

» development of uniform principles for removing
certain types of activities outside self-governemnt
authorities;

» system of economic relations and actions involving
external contractors to perform certain activities;

« contractual nature of outsourcing relationship;

« competitive basis for determining external
contractors;

« responsibility and control in a public authority over
the results of outsourced activity.

Outsourcing is based on mutually beneficial integration
of efforts, mutually beneficial relations aimed at providing
strategic advantages for both the organization that
outsources an activity and for a third-party organization —
the executor [5, p.262].

The various types of outsourcing create the need of
their arrangement, their classification.

Any classification in theoretical terms allows to
understand the essence of the object of study, to identify
certain relationships, to choose the appropriate economic
and administrative mechanisms and to apply the law
accrding to the consequences of decisions.
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1. Depending on the type of outsourced function, the
following types of outsourcing (as a way to optimize the
activities of local public authorities) are distinguished:

* outsourcing of the main function,

» outsourcing of the supporting function, which is

necessary to perform the main function,

« outsourcing of the supporting function, which is not
necessary, but creates more favorable conditions
for the main function.

2. Depending on its scope, outsourcing in the activities
of local public authorities may be:

+ simple outsourcing (is realized towards supporting
functions or public services provided under a civil
contract; as a rule, it is not aimed at satisfying
common interests);

» outsourcing within some territory (is a way to
optimize the activities of local self-government or
government agencies within some territory; covers
the common interests of local residents);

* inter-community;

* inter-regional;

* nationwide (national).

3. Depending on the features and methods of legal
regulation of relations in the field of outsourcing, we can
also identify:

« outsourcing in the public sphere;

» outsourcing in the private sphere (for example, a
public authority can optimize its activities through a
civil law outsourcing agreement with a commercial
organization. In this case it will operate in the
private sphere).

4. Depending on the entity that acts as an outsourcing
customer, we can identify:

 outsourcing of government agencies,

+ outsourcing of local self-government,

+ outsourcing of state and municipal organizations (in
various organizational and legal forms),

* outsourcing of enterprises,

+ outsourcing of other entities which provide public
and municipal services.

5. Depending on the method which is used while
transferring a function to outsourcing (according to current
legislation), the following criteria can be distinguished:

 outsourcing on the basis of a contract concluded
through a tender, auction, etc. in accordance with

the law;

« outsourcing on the basis of other civil law
agreements;

» outsourcing on the basis of administrative
agreements;

 outsourcing on the basis of decisions of a public
authority on the transfer of powers to a subordinate
organization.

6. Depending on the meaning of the term «transfer»

outsourcing can be divided into two major groups:

+ transfer of the outsourcing function with the
simultaneous exclusion of this function from the
transmitting entity;

» transfer of the outsourcing function with the
simultaneous preservation of this function within
the transmitting entity (delegation).

7. Depending on the type of activity performed under

the outsourced function, we can distinguish:

» outsourcing related to unique (highly qualified)
activities;

N2 1(82)-2021

» outsourcing related to ordinary activities that require
high qualifications.

8. Depending on the quantitative composition of

entities that are parties to outsourcing, we can identify:

» simple outsourcing based on a bilateral agreement,

« outsourcing with a plurality of people on the
customer's side,

 outsourcing with multiple people on the side of the
outsourcer,

» outsourcing with a plurality of people both on
the side of the customer and on the side of the
outsourcer.

Thus, the classification related to the essence of
outsourcing emphasizes its multifaceted and complex
nature.

In the process of outsourcing implication into the
activities of local self-government bodies of the Odessa
region, as a rule, the following algorithm is used for
structural and functional analysis. First of all, the
collection and processing of information on the exercised
powers and functions of each executive body of local self-
government is carried out.

For this purpose, the powers and functions fixed
in the regulations of these bodies, the job regulations
of employees, the practice of exercising powers and
functions are analyzed.

On the basis of the analysis, a general list of functions,
fixed by the current regulatory legal acts, is compiled
regarding the principle “as it is”, the main business
processes are formulated (within which the function is
performed). In our case the total number of analyzed
functions at the level of amalgamated communities of
Odessa oblast was 960. The revealed functions were
classified into the following types: political functions;
statutory functions; development of proposals, including
monitoring of affairs in the defined area of regulation;
control (supervision); issuance of permits for a certain type
of activity and (or) specific actions; registration of acts,
documents, rights, objects; provision of administrative
services; property management; public procurement,
implementation of targeted programs; economic and
personnel functions; other functions.

Based on the analysis, a unified register of functions
and powers of local self-government bodies of the
amalgamated communities was compiled, proposals
were formulated to eliminate the duplicate or redundant
functions and administrative procedures, the composition,
formulations and forms of implementation of the function
were clarified, and also the possibility of transferring
individual business procedures to outsourcing was
assessed. A number of administrative procedures were
identified, the implementation of which is possible through
the outsourcing. The requirements for the implementation
of procedures are quite formalized, and, besides in Odessa
region there are companies which are specializing in the
implementation of similar activities.

As a result, the following main directions for the
introduction of outsourcing into the activities of the
executive bodies of local self-government of the
amalgamated communities were proposed, which may
be in demand by local authorities and other regions of
Ukraine.

Regarding the formation of an outsourcingmanagement
system. The functions on assessing the feasibility of
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outsourcing should be entrusted to a special commission
at the level of the amalgamated local community, which
acts as a permanent coordinating body that ensures the
decision-making on improving municipal management.
The commission should play a key role in outsourcing
management and organization of activities in this area
within all bodies of the amalgamated local community. In
particular, it must fulfill the following functions:

« consideration of proposals on outsourcing
(regarding the execution of special administrative
processes);

« development of reports on the feasibility of
outsourcing regarding the execution of special
administrative processes;

« monitoring the effectiveness of outsourcing in
accordance with the performance assessment
indicators.

To determine a unified procedure and terms for
outsourcing initiatives, it was recommended at the
level of amalgamated local communities to make a
special decision of the local council «On outsourcing in
the executive bodies of local self-government». This
document should become the basic document for the
implementation of outsourcing, it should fix its goals and
conditions, the procedures for decision-making, measures
to assess the effectiveness of outsourcing.

The decision to outsource some administrative
processes should be based on:

+ assessing the economic feasibility of outsourcing,
that is, comparing the cost for executing an
administrative process within the executive body
of local self-government and the activities of an
external organization;

« assessment of the possibility in increasing the level
ofaccessibility, efficiency, quality of an administrative
process implementation in outsourcing.

The procedure for decision-making should be as

follows.

Stage 1. Development of proposals for the transfer of
individual administrative processes for outsourcing and
their submission to the Commission.

Stage 2. Consideration by the Commission of the
received proposals, making a decision on the feasibility
of outsourcing.

Stage 3. Development of a procurement plan and
budget request.

Stage 4. Approval of the budget request.

Stage 5. Development of tender documentation.

Stage 6. Conducting a competition and determining
the winner.

Stage 7. Contract conclusion.

Stage 8. Implementation of the contract. Control and
coordination of mutual activities.

Stage 9. Evaluation of the outsourcing project
efficiency

QOutsourcing in public authorities is
a special management strategy, which
provides the withdrawal of certain
activities that were previously performed
by public authorities, beyond their operation by concluding
contracts on activities (services) with external contractors
on a competitive basis. Current trends of outsourcing
in the public sector of Ukraine and foreign countries
include the following: first, the transition from one-time

BucHoBku
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outsourcing of some special activities to outsourcing
of management processes and large-scale process of
transformation of outsourcing; secondly, the change in
the reasons for outsourcing (from “to reduce costs” to “to
transform activities in order to improve the efficiency of
management processes”; third, the focus of government
officials on tasks related to the management of contractual
relations; fourth, the development of partnership between
public authorities and external contractors on the basis
of long-term agreements; fifth, the change in the content
of contracts, the formation of a special type of law
governing contractual relations between public authorities
and external organizations; sixth, the formation of an
institutional framework for contract management.
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